The Theory of Railway Rates
A peculiar feature of the railways is that once an
investment is made, expenditure has got to be incurred
irrespective of the nature and volume of the traffic that
offers itself for transit. It is not like other services where
you could sail close to the wind. This apart, probably
the greatest difficulty in railway costs lies in the fact of its
jointness. All students of economics are aware of the
theory of joint supply and joint demand so ably enunciated
by Dr. Marshall in his ' Principles of Economics '. There
are certain commodities that cannot be dissociated from
each other; the incurring of costs is joint since the pro-
duction of one necessarily involves the other. Marshall's
classical examples of wool and mutton and cotton and
cotton-seed are explanatory and it is supererogatory to
multiply analogies. Most railway costs partake of this
characteristic and they have got to be incurred willy-nilly.
The service rendered is varied: passengers of all grades are
carried, their luggage is hauled, parcels are transhipped
over vast distances and goods are transported continually.
In the offering of these services, varied costs have to be
incurred, most of which are difficult to apportion; there
are the terminal costs, the expenses appertaining to the
station staff, the depreciation charges of the rolling stock
and the wear and tear of the track, besides a host of other
expenses too many to enumerate. " With the exception
that a portion of the expenditure on stations and buildings
can be allocated to passengers and goods respectively, the
whole of the expenditure on maintenance of way is incurred
not for any of the separate components of that class but
for the traffic of the line as a whole."la
Under normal circumstances of joint production it is
possible to some extent to find out both the supply price
as also the demand price of any particular agent of
production. The price that will be offered for anything
la   Acworth: Elements of Railway Economics, p. 38.
6                                          41